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KY ECHIOIIC INDICATORS 


All values in millions of US $ unless otherwise stated (1) Exchange rate as of Hay 14, 1976 
Data for end of period unless otherwise indicated US $1.00 = 67.58 pesetas 


% Change 
1975/1974 1976/Same 
Period 1975 


INCOME, PRODUCTION, EMPLOYMENT 3 3 
GNP at Current Prices 85,923.5,.* 101,050,5,.* 
GHP at Constant 1954 Prices 35, 127.0,* 35, 408.6,* a 
Per Capita GNP, Current Prices 2gh31 6: * 2,490.1 * 6.6 2010." 
Indicies (Trend) 
Indust.Prod. (1952=100)(1/75) 339.6 338.4 me 337.9 
wages (1957=100)( 12/75) 319.3 399.0 ‘ -- 
Invest.in Plant & Equip. (1962=100)(1/76) 338.9 312.4 fe 312.9 
Retail Sales-Dept. Stores (1953=100)(2/75) 1,084.7 1,215.3 P 1,315.3 +19.8 
Employment (1000 persons ) 13,360 13,550. 0** ‘ 13, 750.0** +1.5 
Avg, Annual Unemployment Rate 3.42 5.4% 5.7 -- 
Steel Production (1000 tons ){1/76) 11, 489.0 11, 115.5 oe 839.3 
Cement Consumption (1000 tons )(1/75) 22, 153.0 20,818.0 6. 1,727 
ew Car Registrations (Units )(2/76) 575, 723.0 572, 188.0 .5 97,323 
Electric Power Consumption (Wil.Kw'i}(2/75) 74, 787.4 76,925.0 3 14,854.56 


MONEY AND PRICES 
Money Supply (1/78) 6,715. 31, 754.4 > 27,831.65 
Private Bank Credit (2/75) 6. 56,099.7 48, 755.1 


External Debt (Public & Private) 8, 728 oe 
Central Bank Discount Rate my 7,02 7.0% 
Cost of Living (1968=100)(Index) (3/76) ; 202.3 211.6 
Wholesale Prices (1955=100)(Trend)(2/76) .8 358.6 372.3 
ALANCE OF PAYHENTS AND TRADE 
Official Reserves (3/75) 61.6 2. 5,026.2 
BOP Current Deficit -3,278.3 Pp -3,000** 
Exports, FOS (4/75) 7,090.1 691. 8.5 2,816.2 
Exports to. US (4/75) 831. 304, 279.0 
US Share (4/73) 7 t 9,92 
EEC Share (2/75) 17 AZ 47,52 
Imports, Clf (4/75) 5425.2 16,266, 1 5,439.7 
Imports fron US (4/75) 2 ; 2,985.3 820.6 
US Share (4/76) AZ 15.92 15.12 
EEC Share (2/75) j 


$100.8; Aircraft $89.6, 
Principal Exports to U.S,--Jan-Dec 1975 (millions of dollars): Footwear $239.0; Canned vegetables $70.7; 
Tires $58.5; Wines $23.5; Stationery items $22.2; Leather goods $21.0. 
NOTES: 1 = Calculations based on following peseta to dollar exchange rate conversions: 1974, 57,50 to 1; 
1975, 57.40 to 1; 1976, 85.50 to 1. 
2 - Percentage chanced based on original data in pesetas. 
3 - Based on a new and revised statistical series. 





* Provisional 

** Estinate 

SURES: "Spanish tational Accounts" 1972, Instituto Nacional de Estadistica (I.N.E.); 
"Indicadores de Coyuntura," I.NJE., Harch 1975; "Monthly Bulletin," Bank of Spain, March 1976; 
"Informacion <stadistica 1973," Ministry of rinance; "Bank of Spain Annual Report," 1974; 
"Foreign Trade Statistics" trom the Ministry of Finance, December 1975 and March 1976. 
Poblacion Activa en 1973, 1974, 1975 (INE. ). 


SUMMARY 


Midway through 1976 the Spanish economy remains in recession but with 

some uncertain signs that the decline of the past two years has reached 
bottom. There are still the serious problems of inflation (over 15 percent 
for the past twelve months), unemployment (around 5.7 percent), low GNP 
growth (under 1 percent in 1975) and balance of payments deficits ($3.5 
billion on current account in 1975 with about $3.0 billion expected in 
1976), but there is a growing feeling that economic recovery elsewhere 

in the world will provide the stimulus to get the Spanish economy moving 
again. The outlook for 1976 is for a moderate improvement, Although 
inflation has recently increased again, and with the effects of high wage 


settlements and a 10 percent depreciation of the peseta yet 
to be fully felt, it may worsen still more. 


Foreign investment in Spain has been limited recently by the recession 
elsewhere and to a lesser degree by a "wait and see" attitude of some 
foreign firms since the death of General Franco. The political picture 
has evolved over the past six months in an atmosphere of relative calm. 
Parliamentary elections are scheduled for early 1977. There was consider- 
able strike activity early this year, but the labor situation is now more 
peaceful. Wage settlements, however, have been substantial. 


Spain's balance of payments situation has worsened markedly in the past 
two years, and foreign debt is up to some $9 billion. The outlook is for 
a continuation of large deficits, at least for a few years, but the grow- 
ing external debt is still considered manageable. Depreciation of the 
peseta should eventually enhance Spain's trade outlook, although the 
decline of other European currencies has eroded some of the initial 
advantage. Tourism has remained surprisingly strong in the face of world 
recession, but it is not expected to improve much, if at all, in 1976. 
The same is true for remittances from Spanish emigrant workers. 


Spain should remain an excellent market for U. S. industrial and agri- 
cultural exports. U. S. exports to Spain increased almost 9 percent in 
1975 to $2.6 billion. While the short term outlook for the Spanish economy 
is at best fair, over the medium or longer term the outlook is almost 
certainly brighter. Spain is a rapidly changing country of 35 million 
people, neither underdeveloped nor entirely industrialized, with a large 
and growing middle class that is after continued economic improvement. 
There is ample reason to be optimistic about continued economic develop- 
ment over the long term. 
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CURRENT SITUATION AND ECONOMIC TRENDS 


Several Problems, but Cause for Optimism 


In the past six months, since the death of General Franco, Spain has been 
subjected to a convergence of economic and political events that might 
well have been expected to create far more difficulties and disruptions 
than have in fact occurred. That the short to medium term outlook remains 
relatively positive and the long term picture still brighter attests in 
part to the enormous economic changes that have occurred in Spain over 

the last 15 years. Since the middle of 1974 the Spanish economy has been 
subjected to a sharp slowdown in the growth of GNP, a high rate of infla- 
tion, growing unemployment, and increasing balance of payments deficits. 
All of these have occurred in the midst of a political transition that 

in some ways is historically unique. That this transition has so far pro- 
ceded as peacefully as it has, with some renewed signs of economic optimism 
recently apparent, is remarkable. While there are still many problems to 
be faced--both economic and political--and while these seem certain to 
persist in one form or another for the next several years, the situation 
in Spain is considerably more positive than the image apparently being 
conveyed abroad by the various news media. 


The Spanish economy had a poor year in 1975. While the increase in the 
cost of living declined to 14 percent for the year from 18 percent in 

1974, unemployment rose to well over 5 percent, the current deficit of 

the balance of payments reached an unexpectedly high $3.5 billion, and 
real GNP growth was estimated at just under 1 percent. Compared to Spain's 
economic performance in recent years, this was probably the worst yet. 
Since the early 1960s Spain has become increasingly tied economically to 
the rest of the Western world, so it is not surprising that there have been 
problems here when one considers the decline in economic output which has 
occurred elsewhere. Perhaps the surprising thing is that Spain has been 
able to show any real growth at all. At the same time, because of exten- 
sive borrowing from the IMF Oil Facility and in the Eurocurrency market, 
foreign exchange reserves in 1975 were maintained at a very nearly constant 
level of about $5.9 billion, high for an eidkour of this steed 


The combination of economic problems facing Spain is difficult to deal 
with. What is needed, and what is being more or less counted on by 
Spanish authorities is an export-led recovery responding to renewed growth 
and demand in the United States and elsewhere in Western Europe. The 
slowdown abroad has stifled the growth of export receipts, foreign 

tourist revenues, and emigrant workers remittances; it has tended to 
reduce foreign investment in Spain (probably much more than political 
uncertainty has) and, coupled with the enormous increase in the price 

of oil, has combined to produce the present situation. 
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Prospects for Slow but Steady Improvement 


The outlook for the second half of 1976 and the first part of 1977 is 
mixed. There should be improvement in some key areas but possibly a 
deterioration in others such as the level of inflation. Barring the 
unforeseen, it seems likely that the recession which began in mid 1974 
and has more or less continued until the present time has seen its low 
point. Some economists have noted what they feel are the first signs 

of a recovery although at mid 1976 the indicators are still sufficiently 
conflicting so that it is hard to be enthusiastic about the level of 
improvement thus far. Estimates vary as to real GNP growth for 1976, 
ranging from 2 1/2 to 31/2 or 4 percent. Any of these figures would 
represent a healthy improvement over 1975 and the latter half of 197, 
but possibly a figure closer to 2 percent is more likely. To do much 
better would require a remarkably strong second half performance, and 
this is doubtful. Monetary policy is designed to be restrictive until at 
least the latter part of the year while fiscal policy should be only 
mildly expansionary. But despite a number of problems, 1976 should see 
at least some improvement over 1975, and if recovery abroad stays on 
track, 1977 should be still better. 


There remain several areas of concern in 1976 and, considering the political 


transition now under way and the still fragile world economic situation, 
it would be impossible for it to be otherwise. Reflecting the situation 
to some extent, the stock market has fluctuated markedly since November. 
After declining some 13 percent, it is back near year end 1975 levels. 
The problems of inflation, unemployment, and the balance of payments 

are still very much with Spain. Inflation may prove in the long run the 
most formidable troublemaker. In the first three months of 1976 the 
official cost of living index rose at an annual rate of about 18 percent, 
and in March alone it was up 2.3 percent compared with .7 percent in 
March 1975. By the end of last year, the rate of inflation had fallen 
to 11 or 12 percent on an annual basis, but this has now been sharply 
reversed. Official forecasts of 14 percent for 1976 seem certain to be 
too low. A return to the 1974 figure of 17 to 18 percent appears more 
likely at this time, as the effects of the 10 percent depreciation of 
the peseta on February 9 and of wage settlements often running well over 
20 percent are still to be fully felt. A new and updated cost of living 
index should become effective in 1977, and it could well paint a worse 
picture than current figures show. 


The labor scene has been relatively quiet during the second quarter after 
extensive strike activity at the beginning of the year. The future 

shape of Spanish institutional labor structures is uncertain at this time, 
although substantial modifications from the existing official syndicate 
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structure,under which labor, management and government are part and 
parcel of the same organization, appear likely, with a substantial, if not 
complete, separation of employer and worker associations highly probable. 
The heretofore comparative advantages of Spanish labor over that of other 
European countries will probably decline somewhat for potential foreign 
investors and others over the next few years due to both rapidly increas- 
ing wages and a greater degree of labor militancy. The large wage 
increases obtained by many in the past 12 months, often in excess of 
government guidelines, are clearly inflationary. Growing unemployment, 
however, has probably had a tempering influence on wage demands, and 
should continue to do so. 


Unemployment should remain at a high level for some time, even if real 
growth proves substantial. There is considerable excess capacity in 


Spanish industry, and it is exceedingly difficult to dismiss workers. 

The number of hours worked may be expected to increase before firms once 
again start hiring. Not much immediate help is expected from any increased 
demand for Spanish labor in Western Europe. Spanish unemployment is both 
sectoral and regional. The construction industry and the southern part 
of the country (Andalucia) have been the hardest hit. The number of 
unemployed is probably well over 700,000 now or above 5.5 percent of the 
work force: Tourism, which is labor intensive and particularly important 
to southern Spain, is not expected to show major improvement in 1976. 
Bookings are off, perhaps in part because of the kind of press coverage 
Spain receives abroad and also, no doubt, because the lower value of te 
pound sterling is certain to keep a number of British tourists at home 
this year. 


The trade and balance of payments outlook is still unclear. The current 
account deficit is expected to be somewhere around $3 billion for the 
year, a decline from the record $3.5 billion registered in 1975. The 
trade deficit actually declined in the first four months of 1976 by 16.6 
percent with imports surprisingly down by almost 6 percent. The U. S. 
decision not to impose import restrictions on shoes will be of some help 
to Spanish exports. In part the drop in imports reflects the decline in 
value of the peseta which fell some 16 percent from March 1975 to March 
1976, including the 10 percent February depreciation. It also reflects 
the continued low level of economic activity. 


Spain will almost certainly allow its reserves to decline some in 1976, 
possibly by $500 million to $1 billion, and try to avoid borrowing ex- 
cessively abroad on less attractive terms than in 1975. Government-owned 
firms were heavy borrowers in 1975 and 1974, and Spain's foreign debt 
(public and private) rose sharply to almost $9 billion at the end of last 


*Ministry of Labor figures show 413,380 unemployed as of 
February, but new figures released by the National Statistical 
Institute show 620,000 unemployed and a further 94,000 seasonal 
employees without work as of March 31. 
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year. It will very likely exceed $10 billion by the end of 1976, creat- 
ing some debt management problems for the Spanish. But compared to a 
number of other countries hard-hit by the oil crisis, Spain, with its 
high level of reserves, should remain a good credit risk. The outlook 
for 1977 and beyond is for continued current account deficits and in- 
creased foreign indebtedness, but with gradual improvements in both areas. 
A real crisis is considered unlikely. 


Negotiations between Spain and the EEC have been resumed, no longer aimed 
at the free trade agreement discussed in 1975 but rather at first the ex- 
tension by Spain of the terms of the 1970 trade agreement to the three 
newest members of the Community, to be followed by eventual full Spanish 
membership in the EEC. Such membership is unlikely to come before 1980 
and will then involve a phase-in period of several more years. Eventual 
membership will undoubtedly necessitate considerable structural change 

in Spanish industry, much of which enjoys high tariff protection. 


IMPLICATIONS ‘FOR THE UNITED STATES 


Spanish trade statistics for 1975 show that imports from the U. S., despite 
the turndowm in the Spanish economy, increased from $2.38 billion to $2.59 
billion. Even more gratifying was the reversal of the declining trend of 
the U. S. share of the Spanish import market in recent years: the U. S. 
captured 15.9% in 1975 as compared with 15.4% in 1974. However, U. S. 
exports to Spain have shown an absolute decline during the first two 

months of this year as compared with a similar period in 1975. The 
Export-Import Bank is currently helping to finance over $3 billion worth 
of U. S. exports to Spain. The Spanish market is one of the two or three 
largest world-wide for ExIn. 


Numerous opportunities for U. S. exports continue to be exploitable in 
this attractive market. U. S. capital goods should remain in strong 
demand as the Spanish government has granted high priority to increasing 
production in the iron and steel industry, the energy sector, including 
nuclear, the petroleum refinery and offshore drilling industries, minerals 
production, agriculture and food processing, petrochemicals, and tourism. 


Spain continues to welcome foreign investment and technology. During a 
recent visit to the United States, the Spanish Minister of Industry con- 
firmed Spain's keen interest in continuing to attract U. S. investment 
which introduces new technology and which will serve to augment Spanish 
exports. The Spanish government has just approved a large petrochemical 
project which Dow Chemical together with two Spanish partners will con- 
struct in Huelva (southwest Spain), while the Ford Motor Company production 
facility near Valencia is on schedule and will produce its first cars 

this fall. 
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Spanish industry is very interested in labor saving systems and equipment 
to offset the steadily increasing cost of labor. Particular industrial 
targets of opportunity for U. S. products in Spain include metal working 
equipment, medical and health care equipment, process control instrumenta- 
tion, laboratory instrumentation, food processing and packaging equipment, 
and business systems, including computers. A wide array of U. S. con- 
sumer goods attractively priced and packaged, also has good market 
potential for U. S. firms willing to research the market for the long 
haul. 


U. S. companies interested in selling to Spain should contact the nearest 
field office of the U. S. Department of Commerce. The American Chamber 

of Commerce in Spain is also most willing to assist U. S. companies 
entering the Spanish market or seeking to expand sales here. The Chamber's 
headquarters are located at Edificio Torre de Barcelona, Avenida General- 
isimo Franco 477, Barcelona; the Chamber also has an office in Madrid 
located in the Hotel Eurobuilding, Office 9-A, Calle Padre Damian 23. 
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